. 


eport 1975 


The Sherwin-Williams Company of Canada Limited 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Alberta Library 


httos://archive.org/details/Sher1153_ 1975 


Financial highlights 


Net Sales 

Income from Operations 

Gain on disposal of land 

Income Taxes 

Net Income 

Common Stock: 

Net Income after Preferred Dividends Paid 
Earnings per Share 

Dividends Paid: 

Preferred 

Common 

Working Capital 

Ratio of Current Assets to Current Liabilities 
Expenditures for Plant Additions 
Provision for Depreciation 

Shareholders’ Equity: 

Preferred 

Common 

Outstanding Shares at August 31: 
Preferred 

Common 

Number of Shareholders at August 31: 
Preferred 

Common 

Number of Employees at August 31: ................000 00s 


*1974 includes an after income tax gain on 
disposal of land amounting to $187,626, 
equalling 83¢ per share. 


$55,971,355 


1,938,626 
930,000 
1,008,626 


887,526 
J.o0 


121,100 
179,776 
173523,327 
3.36:1 
764,567 
590,435 


1,730,000 
14,897,473 


17,300 
224,720 


323 
349 
1,318 


$50,317,165 
1,569,744 
207,626 
773,000 
1,004,370* 


880,694 
3.92 


123,676 
179,776 
12,136,745 
1.94:1 
671,633 
562,300 


1,730,000 
14,189,723 


17,300 
224,720 


Sor 
360 
1,401 


The Sherwin-Williams Company of Canada Limited 


Directors 


W. Edgar Bronstetter, O.C. 
John K. Brown 

John N. Cole 

Ronald F. Curley 

C. Alex Duff 

Alexander M. Hector 
George J. Leonidas 
Robert G. Prenovost 
Charles E. Reckitt 

Walter O. Spencer 


Officers 


Ronald F. Curley 

Chairman 

Alexander M. Hector 

President and Managing Director 

Robert G. Prenovost 

Executive Vice-President 

Charles E. Reckitt 

Vice-President and Secretary-Treasurer 
John K. Brown 

Vice-President and Director of Marketing 


Head Office 
2875 Centre Street, Montreal H3K 1K4, Canada 


Manufacturers of 


Paints, Varnishes and Enamel/s for buildings, 

for industry, for automobiles, and for marine uses 

The E. Harris Company range of 

Graphic Arts products 

Super Kem-Tone, Kem-Glo, Kem-G/o Velvet, 

Kem-Namel, Kem Hi-Gloss and Kem-1-Coat Premium 

House Paints, the world’s largest selling paints for home owners 


To the Shareholders: 


Presented herewith on behalf of the Board 
of Directors are the Balance Sheet and the 
related Statement of Income, Statements 
of Retained Earnings, Capital Surplus, 
Contributed Surplus, and Changes in the 
Financial Position for the year ended August 
31, 1975. The report of your auditors Messrs. 
Ernst & Ernst, on the examination of the 
financial statements of the Company is also 
submitted. 


Profit after provision for income taxes 
amounted to $1,008,626. Excluding a gain 
on disposal of land the comparable amount 
last year was $816,744. An increase for this 
year of 23.49%. 


Net Sales at $55,971,355 for the year 
showed an increase of $5,654,190 or 11.23%. 
The most significant sales increases were 
recorded in our stores and automotive di- 
visions. Stores finished the year with a 
17.7% net sales increase and automotive 
with a 25.5% gain. Direct Dealer sales which 
is the second largest selling division of the 
Company finished with a 4% sales increase. 
The Chemical Coatings division ended with 
a 2.3% decrease as a result of the economic 
slow down in many industries which are 
sizeable markets for our Chemical Coatings. 


Despite poor conditions in the building 
industry, Winnipeg Paint & Glass Co. show- 
ed improved results in 1975 and ended the 
year with 11.7% sales gain. 


The E. Harris Co. did not have a good 
year and recorded a 6% loss in sales. Eco- 
nomic conditions in the silk screen industry 
were depressed and this is one of the prin- 
cipal markets for this division. 


At the end of the year, we were oper- 
ating a total of 129 stores, which is a de- 
crease of one store compared to last year. 
While the total number of stores has drop- 
ped slightly, our planned program of ex- 
panding into larger stores and into a broader 
range of decorating products results in a 
continuing increase in the square foot selling 
area of the stores division. 


Fiscal ‘75 was a particularly challenging 
year. Economic conditions were not good 
and many industries to whom we are sup- 
pliers suffered severe production cut backs. 
We were also faced with sharply escalating 
costs in many areas of the business. It is 
evidence of the dedication of our people 
that despite very difficult conditions we 
were able for the fifth consecutive year to 
record an increase in both sales and profits. 


r 


Capital Expenditures during the year 
amounted to $764,567 compared to $671,633 
in 1974. During the current fiscal year, 
planned capital expenditures will increase 
as we expand our stores system and im- 
prove our manufacturing facilities. 


The new fiscal year of 1975-76 promises 
to be just as difficult and unpredictable as 
the one just past. Some improvement in 
the general economic picture is predicted, 
but severe inflation will still be with us, and 
capital remains expensive. To meet these 
challenges, significant changes have been 
made in our marketing organization to bring 
more specialized attention to our various 
market segments. Merchandising and pro- 
motion activities have also been strength- 
ened both in terms of management and in 
the allocation of additional funds for these 
purposes. 


Changes have also been made in our 
production and distribution facilities. The 
Toronto plant has now been closed and we 
will be operating in the coming year with 
only two manufacturing facilities — that is, 
in Montreal and Winnipeg. 


Following the resignation of Mr. Philippe 
de Gaspé Beaubien from the Board of 
Directors, we were fortunate that Mr. Alex 
Duff, Managing Director of Henry Birks & 
Sons-Montreal agreed to accept an ap- 
pointment as a director filling the vacancy 
on the Board. 


The staff of our Company worked with 
enthusiasm and dedication in a year that 
presented many new challenges and we 
extend to them our most sincere thanks 
and appreciation. 


/ 


Chairman 
: . 


President and Managing Director 


Montreal, Quebec 
October 9, 1975. 


The Sherwin-Williams Company of Canada Limited 


Balance Sheet August 31 


Assets 


CURRENTS ASSETS 


Inventories: 
Finishedimerchandiserae reenact eae 
Work-in-process, raw materials and supplies ............. 


Prepaid €xpenses i643 6.ha oes sudy ac Biwee eee 


Total Current: NsSSets cscs ee oe ee 


INVESTMENT AND OTHER ASSETS 
INVESTMICINE: acho Si. accross cne te eee occ anette Cam ee rd, ae 
Miscellaneous receivables and advances................... 


PROPERTY, PLANT AND EQUIPMENT 


Buildings: =< Geis, eter ae a eee ec ie ate ei ee eee 
Machinery and :equipmentanc: © acces ee atnn ete eee 


Less allowances for depreciation .......... 00.0. cece e eens 


See notes to financial statements. 


1975 


$ 81,755 


8,867,563 
205,302 


12,564,662 


2,634,573 


15.199°235 
538,661 


24,940,566 


422,279 


80,869 


503,148 


613,897 
5,816,610 


10,217,843 


16,648,350 


11,528,267 
5,120,083 
$30,563,797 


1974 


$ 56,055 
9,589,310 
309,992 


11,101,087 
3,410,825 


14,511,912 
511,800 


24,979,069 


392,018 
66,292 


458,310 


613,897 
5,780,750 
9,791,929 


16,146,576 
11,186,855 


4,959,721 
$30,397,100 


r 


@ 
Liabilities and Shareholders’ Equity 1975 1974 
CURRENT LIABILITIES 
BaMihCeOredine SSipae naa he cacmn es cuit shee eames Walk wee $ 675,271 $ 4,841,479 
i aAceracCOUNtS DAVaDIC aww cca av cry aah oa Gea y eaisaw aan 4,979,316 5, /69;812 
Compensation and amounts withheld ..................0.4. 885,550 920,415 
Interestian Gd OthemaccntialS urs as an aod es naw acdc sc neauden aan net 106,876 58,902 
Dividends payable on preferred shares ..............000005 30,275 30,275 
maxesrouier thatvincOme taXxeS: o4. dads cwoe dss cows wit meew ws 375,177 835,789 
FRAC HE XC S meta teeta: spa even ts, ie ade craw sida iecw ih ecaid BAe WO. ce 364,774 385,652 
OLalLGUInne me FAUT SS Ws se aeycuas acl chen 8 Mars ewe oo haste tebecicts one arts 7,417,239 12,842,324 
NOTE PAYABLE TO BANK, due February 1980, 
with interest at 1% above prime rate — Note2 ........... 5,000,000 ara 
UNFUNDED PENSION COSTS REDUCED TO 
NEIMOr AMM BASIS =— NOLES sic. ois ejensan ccc pictelvie vege wes wid oe 845,285 955,253 
eRe OMI C OME DANES er unt cu elaieetsnte es heilel om award eaters < 673,800 679,800 
SHAREHOLDERS’ EQUITY 
Capital Stock: 
Preferred, 7% cumulative, par value $100 per share: 
Authorized — 40,000 shares 
Outstanding — 17,300 Shares ..cess a6 ove nn ee ces yee 1,730,000 1,730,000 
Common, no par value: 
Authorized — 225,000 shares 
Outstanding — 224,720 shares 2.6. s kin nda ved ews ov vs 224,720 2242/20 
Re LAMAR a GINS ere cite ied warriole canes ic a ong are eee Se oe 12,942,753 12;235,003 
TUES RIS ee eereyer echt Gia ke tare tain cha Whse tial g Ave os aware 4. ved 1,534,850 1,534,850 
OGRE ISUURDIUIS Patten. cank,0 Ritonten dew fale kha ¥o%e awl aaeatee Somes 195,150 195,150 
16,627,473 15,919,723 


APPROVED ON BEHALF OF THE BOARD: 
J. N. Cole, Director 
C. Alex Duff, Director 


$30,563,797 


$30,397,100 


The Sherwin-Williams Company of Canada Limited 


statement of Income year ended August 31 


Costs and expenses (including depreciation of $590,435 in 
1975 and $562,300 in 1974): 
Cost ofproducts soldi. 7) vik ce ae eee 
Selling, general and administrative expenses .......... 
Interest (including $253,527 in 1975 
and -0- in 1974 on long-term debts)................. 


Gain on disposalof tains: 225i ace le a eee 
Income: Beforevinconneniaxes ame ae ete eee 
INGOME TAKES ki cncse Sees ee ene a a 


Net TACONTC eine ein oe omoe eee ee ee ee 


*Includes gain on disposal of land. 


See notes to financial statements. 


1975 


$95;9/ 1,390 
35,105 


56,006,458 


34,650,465 
18,548,189 


869,178 


54,067,832 


1,938,626 


1,938,626 


930,000 
$ 1,008,626 


$3.95 


1974 


$50,317,165 
64,482 


50,381,647 


31,801,197 
16,342,998 


667,708 
48,811,903 
1,569,744 


207,626 
1,777,320 
773,000 

$ 1,004,370 


$3.92" 


August 31 


Statements of Retained Earnings, Capital 
Surplus and Contributed Surplus year ended 


RETAINED EARNINGS 


Baraneomu beginning Of Veal ovis. Nees Seis cae ee arava 
INGEIME OMS NOM LME: YEA sii o cade scr corte nin on a acsleve loo eela @ aims 


Deduct: 


PIMIGEHGS Ol PFETEITEC:.SNAIES: .iasc as awa wre asns ds as aaa 
DWC ANOS: CV ovAAAnOln Gaels. one co acc eecsoegeeseo oe soeees 


Designated as a capital surplus... 


Balance at end of year .......... 


CAPITAL SURPLUS 


Balance at beginning of year.... 
Add: 


Cost of purchase for cancellation 
of 1,239 preferred shares of a 
per value of $100 each in 1974 


Balance at end of year.......... 


CONTRIBUTED SURPLUS 


Balance at beginning of year .... 
Add: 
Excess of the par value of 1,239 


Siiuj(s, (elite' sie) (6187 fe)eh.u)a lie; (8) ‘aime ie) “u\ieilie) 6) .6; *s) iw 


preferred shares over the cost of 
DiTcnhasetOncancellationnin, 1974. « sais. i. oe aeons awe ees 


Balance at end of year .......... 


See notes to financial statements. 


LS WAS 


$12,235,003 
1,008,626 


13,243,629 


121,100 
179,776 


300,876 


300,876 


$12,942,753 


$ 1,534,850 


$ 1,534,850 


% 195,150 


Satoo oo 


1974 
$11,644,335 
1,004,370 


12,648,705 


123,676 
179,776 


303,452 
110,250 


413,702 


$12,235,003 


$ 1,424,600 


110,250 
$ 1,534,850 


$= 181,500 


13,650 


S- 185,150 


The Sherwin-Williams Company of Canada Limited 


Statement of Changes in Financial Position 


year ended August 31 


SOURCE OF FUNDS 
From operations: 
Net 1nCome Ss se 23:iw an Rane ee ye 


Equity in net income of an associated company, 
less dividends received (deduction)..................00055 


Provision for depreciation "2.0% © ..ss. nase ae eee eee 
(Gain) Loss on disposal of property and equipment......... 
Deferred income tax ssahicticc Mesens inate sees Eee eee 


Total From Operations sss iat a a eee 
Note payable to Bank ccn0 on osnns oe ook betesee oeee ee ee eee 
Proceeds from disposal of property and equipment......... 


APPLICATION OF FUNDS 

Additions to property, plant and equipment ................ 
Dividends paid. ccamacs tani cis sorte hone ares ttn ean ee 
Purchase of preferred shares for cancellation............... 
Payment on account of past-service pension ............... 
Increase in miscellaneous receivables and advances........ 
lnicrease In working Capitalic oan sek onto es 2p en eee 


CHANGES IN WORKING CAPITAL — INCREASE (DECREASE) 
Cash and. bank indebtedness = ac%.66..sa0 cine eee ee 
Trade accounts receivable: fe. cata se ease a eee 
Inventories \s:ctw codewded Bm leod sees Gale a eal Sana atte it ante eee 
Trade-accounts. payable 3152-04 .1ic ears ena ee 
Interest and other accrulalSii.. 2.59. ne en eee eee 
INCOME TAXES: i032 OSs ee ie eee rere en eee ee 
Other—N)t . acaid aw he ela haere ares eee ee 


See notes to financial statements. 


19798 


$1,008,626 


(30,261) 

590,435 
2,963 

118,000 


1,689,763 
5,000,000 
10,807 


$6,700,570 


$ 764,567 
300,876 
233,968 

14,577 
5,386,582 


$6,700,570 


$4,191,908 
(721,747) 
687,323 
790,496 
447,503 
20,878 
(29,779) 


$5,386,582 


1974 


$ 1,004,370 


(52,350) 
562,300 
(212,639) 
221,000 


1,522,681 


237,543 
$ 1,760,224 


671,633 
303,452 
110,250 
305,418 

6,659 
362,812 


$ 1,760,224 


$(1,895,510) 
2,167,708 
2,043,250 
(972,438) 
(281,895) 
(385,652) 
(312,651) 


$ 362,812 


Notes to Financial Statements 
August 31, 1975 


NOTE 1— SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Inventories: 

Inventories are stated at lower of cost (average or first-in, first-out method) and net realizable 
value for finished merchandise and replacement cost for other inventories. 

Investment: 

Investment in the common shares of The Carter White Lead Company of Canada Limited 
(50% owned) is stated on the equity basis. 

Property, Plant and Equipment: 

Property, plant and equipment is stated on the basis of cost. Provisions for depreciation are 
based on annual rates calculated to amortize the cost of depreciable assets over their estimated 
useful lives. 

Provision for depreciation on certain buildings is on the straight-line method at the rate of 
2'/2% and on the declining-balance method on other buildings at the rate of 5%. 

Provision for machinery and equipment is computed principally on the declining-balance 
method at rates of 10%, 20%, or 30%, and on certain machinery and equipment on the straight- 
line method at the rate of 10%. 

Leasehold improvements are amortized on the straight-line method over the life of the lease 
or five years, whichever is less. 

Income Taxes: 

The Company has recognized the deferred income tax liabilities and benefits resulting from 
timing differences between financial and tax accounting, relating principally to depreciation 
and pension costs. 

Research and Development: 

Research and development costs are charged to operations as incurred. 


NOTE 2— NOTE PAYABLE TO BANK 

The loan agreement contains certain restrictions with respect to the substantial sale or lease 
of assets, the creation of additional indebtedness, and the maintenance of working capital 
and net assets. 

NOTE 3 — PENSION OBLIGATIONS 

The amount of obligations for pension benefits arising from service prior to the date of the 
financial statements remaining to be charged against operations is approximately $1,025,000 
(at August 31, 1974 — $930,000) which will be charged to operations during the working lives 
of the employees concerned. 

NOTE 4— SEGMENTATION OF REVENUES 

The Company considers its classes of business, each of which contributes 10% or more of the 
total gross revenue of the Company, to be (i) manufacture and sale of paints and varnishes 
which constituted 74% (1974 — 72%) and (ii) retail sale of decorative materials and supplies 
which constituted 25% (1974 — 27%) of total revenues. 


(over) 


Notes to Financial Statements August 31, 1975 (cont‘a) 


NOTE 5 — LEASES 
The future minimum rental commitments for all leases as of August 31, 1975 are as follows: 


Building 
Total Space Equipment 

VOT 6 ie cere kee Sig 9 ee ee eae $1,591,000 $1,136,000 $ 455,000 
1 NCA ae aE ee een Re noes Bae ler Rha ln sean BG 1,327,000 956,000 371,000 
TOTS ee eek ck Laake, 2 Se eee tes 997,000 781,000 216,000 
VOFO: aces ae hee ie ee ee 754,000 623,000 131,000 
OBO. Sos 5 her So bucle cos ae ee rete ek aes 608,000 477,000 131,000 
AIS VA1G85 seis ess eee 1,108,000 1,040,000 68,000 
198621990" Bisa ate eae eee ee ee 308,000 308,000 — 
199121095: 5 acute Coco re oer ae 308,000 308,000 — 
VIOGSON: wees ee ee Oe Ce ee 1,032,000 1,032,000 oo 

$8,033,000 $6,661,000 $1,372,000 
STATUTORY INFORMATION 1975 1974 

Number Amount Number Amount 
Remuneration of Directors and Officers 
DiTeGtOlis” Gees Slr ie De eee 10 $ 6,925 10 $ 7,200 
OffiGers ti.) Beh at ceca ee ae ee 6 230,648 5 185,135 
Officers who: are: also Directors .oee eee 5 4 


Accountants’ Report 


To the Shareholders, 
The Sherwin-Williams Company of Canada Limited, 
(A public company incorporated under the laws of Canada). 


We have examined the balance sheet of The Sherwin-Williams Company of Canada Limited 
as at August 31, 1975, and the related statements of income, retained earnings, capital surplus, 
contributed surplus and of changes in financial position for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. We previously 
made a similar examination of the financial statements for the preceding year. 


In our opinion, these financial statements present fairly the financial position of The Sherwin- 
Williams Company of Canada Limited at August 31, 1975, and the results of its operations and 
the changes in its financial position for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


EN) ae 


September 26, 1975. Chartered Accountants 
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